REPORT OF THE AUDiTOR-GENERAL TO THE KWAZULU-NATAL 
LEGISLATURE AND THE COUNCIL ON MTHONJANENI MUNICIPALITY 


REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I have audited the financial statements of the Mthonjaneni Municipaiity set out on paqes 
... to whtch comprise the statement of financiai position as at 30 June 2012 the 

f f '"fl statement of changes in net assets and the cash 

flow statement for the year then ended, and the notes, comprising a summary of 
significant accounting policies and other explanatory information. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financiai statements in accordance with the South African Standards of Generaiiv 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 

‘^unicipal Finance Management Act of South Africa, 2003 (Act No. 56 of 
/o of Revenue Act of South Africa, 2011 (Act No. 6 of 20111 

(DoRA) and for such internal control as the accounting officer determines is necessary 
to enabie the preparation of financial statements that are free from materiai 
misstatement, whether due to fraud or error. 

Auditor-General’s responsibility 

3. My responsibility is to express an opinion on the financial statements based on mv 

onnl' /1 accordance with the Public Audit Act of South Africa 

^otice issued in terms thereof and 
Internationai Standards on Audrting. Those standards require that I comply with ethical 
requirements and p an and perform the audit to obtain reasonabie assurance about 
whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditors judgernent, inciuding the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In makinq those risk 
assessments, the auditor considers internal control relevant to the municipallty’s 
preparation and fair presentation of the financtal statements In order to desiqn audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressmg an opinion on the effectiveness of the municipality’s interna! control An audit 
also includes evaluating the appropriateness of accounting policies used and the 
reasonab eness of accounting estimates made by management. as weli as evaiuatinq 
the overall presentation of the financial statements. ^ 

! believe that the audit evidence I have obtained is sufficient and appropriate to provide 
a basisformy auditopinion. H'wviue 


4. 


5. 


Opinion 

6. In my opinion, the financial statements present fairiy, in all material respects the 
financial position of the Mthonjaneni Municipality as at 30 June 2012, and its financial 
performance and cash fiows for the year then ended in accordance with the SA 
btandards of GRAP and the requirements of the MFMA and DoRA. 



Emphasis of matters 

7. i draw attentlon to the matters below. My opinion is not modified in respect of these 
matters. 

Material iosses 

8. As disciosed in note 26.7 to the annual financiai statements, materiat eiectricity 
distribution losses to the amount of R 608 379 were incurred. 

Material under spendlng of the budget/conditional grant 

9. As disclosed in note 35 of the annual financia! statements, the municipality has materially 
under spent the budget on government grants and subsidies to the amount of 
R 30,7 miltion. As a consequence the municipality has not achieved its objectives in 
respect of certain conditional grant funding. 

Other 

10. As disclosed in note 36, the municipality has reclassified certain non-current assets and 
non-current iiabiiities as held for sale due to the intended transfer of ciinic services to the 
KwaZuiu-Natal Department of Heaith. The effect on the statement of financiai 
performance has further been reclassified in the statement of financial performance of 
the municipality, 

Additional matter 

11. ! draw attention to the matter below. My opinlon is not modified in respect of this matter. 

Unaudited suppiementary schedules 

12. The suppiementary information set out on pages XX to XX do not form part of the annua! 
financial statements and is presented as additional information. I have not audited these 
scheduies and accordingly, 1 do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

13. !n accordance with the PAA and the General Notice issued in terms thereof, I report the 
following findings relevant to performance against predetermined objectives, compliance 
wlth laws and regulations and Internal control, but not for the purpose of expressing an 
opinion. 

Predetermined objectives 

14. i performed procedures to obtain evidence about the usefulness and reliability of the 
information in the annuai performance report as set out on pages ... to ... of the annual 
report. 

15. The reported performance against predetermined objectives was evaluated against the 
overali criteria of usefulness and reiiability. The usefulness of information in the annuai 
performance report reiates to whether it is presented in accordance with the Nationai 
Treasury annual reporting principles and whether the reported performance is 
consistent with the planned development objectives. The usefulness of information 



further relafes to whefher indicafors and targets are measurable (i.e. weii defined 
verifiable specific measurable and time bound) and relevant as required bv the 
National Treasury Framework for managing programme performance information. 

The relia^bility of the information in respect of the selected development objectives is 

assessed to determine whether it adequately reflects the facts (i.e. whether it is valid 
accurate and complete). ’ 

16. The material findings are as follows concerning the usefulness of the information. 

Usefulness of information 

17. The Local Government; Municipal Systems Act (No. 32 of 2000) (MSA), section 41(c) 

requires that the integrated development plan should form the basis for the annual 
report. therefore requiring the consistency of objectives. indicators and targets between 
planning and reporting documents. A total of 100% of the reported targets are not 
consistent with the targets as per the approved integrated development plan review 
revfew targets being omitted from the approved integrated deveiopment plan 

Compliance with laws and reguiations 

18.1 performed procedures to obtain evidence that the municipaiity has complied with 
appiicabe laws and regulations regarding financial matters, financial management and 
other re ated matters. My findings on material non-compliance with specific matters in 
key applicable laws and regulations as set out in the General Notice issued in terms of 
the HAA are as follows: 

Annual financial statements 

19. The financial statements submitted for auditing were not prepared in all material respects 
in accordance with the requirements of section 122 of the MFMA. Material 
misstatements of provisions and adjustments to provisions identified by the audltors 
were subsequently corrected, resulting in the financial statements receiving an 
unqualified audit opinion. ^ 


Strategic planning and performance management 

20.The municipality had not included targets in the 2011/12 Integrated Development Plan 
review as required by section 26(i) and section 41(1)(b) of the MSA. 

Internal control 

21.1 considered internal control relevant to my audit of the financial statements annual 
performance report and compliance with laws and regulations. The matters reporled 
beiow under the fundamentais of internal control are limited to the significant deficiencies 
that rcsulted in the findings on the annual performance report and the findinqs on 
compliance with laws and regulations Included in this report. 

Leadership 

22. The accounting officer has not exercised adequate oversight over financial statements 

compliance and review of the integrated development plan prior to 



Fjnancial and performance management 

23. The annual performance report and the Inlegrated Development Pian reviev 
conststent with each other. Furthermore, adherence to compiiance was not 
and amendments to annual flnanclal statements were effected. 



Pietermaritzburg 
30 November 2012 



AUDITOR-GENERAL 
SOUTH AFRICA 
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Auditing to build public confidence 



